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Solution to Syndicate Problem 
THIS problem is very misleading with 
regard to the time required to work it 
out. In glancing over it casually, it ap-
pears to be easy and solvable in a short 
time. Once the work is started, the com-
plications become apparent. 
In the solution which follows no attempt 
has been made to take into consideration 
the taxes on sales of stock, since no men-
tion of such taxes was made in the prob-
lem. This point is one of detail which 
might be considered if the facts were pre-
sented, but which does not have any effect 
upon the principles involved in the prob-
lem. 
In a stock brokerage house where the 
volume of transactions is sufficient to war-
rant, there would appear on the books a 
controlling account for securities. In an in-
stance like the present one where the se-
curities are few in number, it is prefer-
able to use individual accounts. 
The transactions stated in terms of jour-
nal entries, together with the closing en-
tries, are as follows: 
1918 
Jan. 1. Cash $75,000.00 
F. B. Arnold, Capital $25,000.00 
A. S. Burke, Capital 25,000.00 
G. M. Campbell, 
Capital 25,000.00 
Jan. 17. Prairie Oil & Gas 45,012.50 
Cash 45,012.50 
100 shares @ 450 + 1/8 
purchased 
Apr. 3. Seneca Petroleum 5,650.00 
Cash 5,650.00 
400 shares @ 14 + 1/8 
purchased 
Hazeltine Copper 11,082.50 
Cash 11,082.50 
20 shares @ 554 + 1/8 
purchased 
Ap. 10. Cash 11,057.50 
Hazeltine Copper... 11,057.50 
20 shares @ 553 + 1/8 
sold 
May 28. Prairie Oil & Gas 49,212.50 
Cash 
100 shares @ 492 + 1/8 
purchased 
Ju. 30. Cash 
Interest on Bank Bal-
ance 
97.23 
Sept. 30. Cash 2,000.00 
Dividends on Stocks 
Oct. 18. Cash 6,350.00 
Seneca Petroleum . . 
400 shares @ 16 — 
1/8 sold 
Oct. 19. Prairie Oil & Gas 11,575.00 
G. M. Campbell, 
Capital 
Reserve for Ap-
preciation of Se-
curities 
Revaluation of Prairie 
Oil & Gas stock at time 
of Campbell's with-
drawal 
Dividend Receivable . . . 
Dividends on Stocks 
Anticipated dividend on 
Prairie Oil & Gas Stock 
Interest on Loan Payable 
Interest Accrued 
on Loan Payable.. 
C L O S I N G E N T R I E S 
Profit and Loss . . . . . . . . 
Hazeltine Copper . . . 
Interest on Loan 
Payable 
1,000.00 
625.00 
650.00 
700.00 Seneca Petroleum . . . . 
Interest on Bank Bal-
ance 97.23 
Dividends on Stocks... 3,000.00 
Profit and Loss . . . . 
Profit and Loss 3,147.23 
F. B. Arnold, Capital 
A. S. Burke, Capital 
G. M. Campbell, Cap-
ital 
1918 
Oct. 19. Cash 20,000.00 
May 15. Cash 
Loan Payable 
30,000.00 
30,000.00 
F. B. Arnold, Capital 
A. S. Burke, Capital 
G. M. Campbell, Capital 29,907.40 
Cash 
Dec. 31. Cash (50 shares P. 
O. G. @. 540 — 1/8) ... 26,993.75 
Prairie Oil and Gas 
(50 shares @ 529) 
Profit and Loss . . . . 
49,212.50 
97.23 
2,000.00 
6,350.00 
3,858.33 
7,716.67 
1,000.00 
625.00 
25.00 
625.00 
3,797.23 
1,049.08 
1,049.08 
1,049.07 
10,000.00 
10,000.00 
29,907.40 
26,450.00 
543.75 
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Reserve for Apprecia -
tion of Securities 1,929.17 
Profit and Loss . . . . 
¼ of 2/3 of Appreci-
ation on Prairie Oil & 
Gas Stock 
Cash 1,000.00 
Dividends Receivable 
Interest Accrued on 
Loan Payable 750.00 
Cash 
Interest on Loan to 
Nov. 15 
Cash 85.35 
Interest on Bank 
Balance 
Interest on Loan Pay-
able 312.50 
Interest Accrued on 
Loan Payable . . . . 
1,929.17 
1,000.00 
750.00 
85.35 
312.50 
C L O S I N G E N T R I E S 
Profit and Loss 312.50 
Interest on Loan 
Payable . . . . 3 1 2 . 5 0 
Interest on Bank Bal-
ance .. 85.35 
Profit and Loss 85.35 
Profit and Loss 2,245.77 
F. B. Arnold, Capital 1,122.89 
A. S. Burke, Capital 1,122.88 
Most of the above entries are self ex-
planatory. One or two require explana-
tion. At the time of Campbell's with-
drawal from the syndicate, the 200 shares 
of Prairie Oil & Gas stock were priced at 
529, giving them a value for the purpose 
of settlement with Campbell, of $105,-
800.00. These 200 shares had previously 
cost and were carried on the books at $94,-
225.00. The amount, therefore, at which 
they were written up was $11,575.00. In 
so far as Campbell was concerned, the 
write-up represented a realized profit. 
With regard to the others, it was merely a 
mark-up of the stock on the books. It re-
sulted in no profit to them. It is therefore 
thought that the amount of $11,575.00 
should be divided by three, one-third credit-
ing to Campbell's account since it was sub-
sequently to be paid over to him, while the 
other two-thirds should be credited to a re-
service for appreciation of securities. Fol-
lowing this reasoning, when during the 
period between October 19 and December 
31, fifty shares of the Prairie Oil & Gas 
stock were sold at 540, it seems consistent 
that one-fourth of the reserve for apprecia-
tion should be released and transferred to 
profit and loss. This, it will be seen, rep-
resents two-thirds of the mark-up on fifty 
shares from an average cost of $471.12 
per share to $529 per share. 
Aside from the above, there are two or 
three entries in the solution which have 
been made arbitrarily and which perhaps 
are not justifiable if strict adherence to the 
wording of the problem is maintained. In 
the statement of facts, the commission of 
one-eighth on the fifty shares of Prairie 
Oil & Gas sold on October 19 was inad-
vertently omitted. The price should have 
read 540 less one-eighth. In the solution 
as it appears herewith it has been assumed 
that the dividend on the Prairie Oil & Gas 
stock anticipated at the time of settle-
ment with Campbell was subsequently re-
ceived. It has also been assumed that the 
interest on the loan payable was paid on 
November 15, at the end of the six month's 
period. 
The balance sheet, which is a simple mat-
ter, and the statement of income and profit 
and loss, which is somewhat more involved, 
follow: 
A R N O L D , B U R K E & C A M P B E L L S Y N D I C A T E 
B A L A N C E S H E E T — D E C E M B E R 31, 1918. 
A S S E T S 
Stocks (market value Octo-
ber 19, 1918) _ 
150 shares, Prairie Oil & 
Gas Company at 529.... $79,350.00 
Cash 30,968.93 
Total $110,318.93 
L I A B I L I T I E S A N D C A P I T A L 
Notes Payable—Broad Street 
• Trust Company $30,000.00 
Interest Accrued on Notes 
Payable 187.50 
Reserve for Increase in Book 
Value of Stocks 5,787.50 
Capital—per Exhibit "B" 
F. B. Arnold $37,171.97 
A. S. Burke 37,171.96 74,343.93 
Total . $110,318.93 
E X H I B I T "A" 
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A R N O L D , B U R K E & C A M P B E L L S Y N D I C A T E 
S T A T E M E N T OF O P E R A T I O N S FOR T H E Y E A R E N D E D 
D E C E M B E R 31, 1918. 
Profits on trading: 
Prairie Oil & Gas Company $2,472.92 
Seneca Petroleum Company 700.00 
Total profits on trading.. $3,172.92 
Loss on trading — Hazeltine 
Copper Company 25.00 
Net profit on trading $3,147.92 
Dividends from stocks owned 3,000.00 
Total income $6,147.92 
Deduct — Interest — net 754.92 
Net income for the year..... 5,393.00 
Add—G. M. Campbell's share 
of increase in value of stock 
due to revaluation at date 
of his retirement (October 
19, 1918) ... 3,858.33 
Total $9,251.33 
Deduct—Profits distributed to 
G. M. Campbell at retire-
ment 4,907.40 
Undivided profits — December 
31, 1918 $4,343.93 
Capital at beginning of year. .$75,000.00 
Add—capital contributions: 
F. B. Arnold....$10,000.00 
A. S. Burke.... 10,000.00 20,000.00 
Total $95,000.00 
Less—Withdrawals of capital 
by G. M. Campbelll 25,000.00 70,000.00 
Capital—F. B. Arnold and A. 
S. Burke — December 31, 
1918 $74,343.93 
E X H I B I T "B" 
A
Meanwhile work goes on as usual; like 
time and tide, it waits for no man. 
